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PREFACE. 


M. M———;, who tranſlated and 


ſold a Pamphlet, intitled, Abſtract from 


4 Oy on the Finances of England, 
by M.,“ thought he conferred 


an Midi on me by ſo doing. 1 cer- 5 


tainly acknowledge with gratitude this 
inſtance of his regard ; but J muſt regret 
he ſhould have publithed a tranſlation 

from a mutilated copy of that part of my 
manuſcript on the Finances of England, 


not only becauſe my meaning is often 


miſunderſtood » but on account of the 
manner in which he makes me ſpeak of 


ADAM SMITH, for whom, as one of 


the molt able writer S on P olitical Econo- | 
my, I have the greateſt veneration. 


only reaſon ſor declining hitherto to give 


My 


ro 


Se 
to the Public this Extract, was, becauſe 
I thought it would be of little uſe. If I 
have been ſo fortunate as to perceive 
ſome errors into which great writers 
on Political Economy have fallen, it is 
only from time and reflection I can be 
aſſured that in diſcovering their errors, I 
have not myſelf fallen into much greater 
ones. 


I hope the motives which induced me 
to publiſh this Extract will obtain the 
indulgence of the Public, even ſhould my 
ideas not appear conſiſtent with their in- 


N. B. I have taken more pains with 
this third edition, to acknowledge as 
much as lay in my power, the flattering 


reception the two former editions have 


ex perienced. 
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| EXTRACT, &. 


A PAM SMITH * having conſidered the 

1 debts of the great nations of Eu- 

5 rope, ſtates the probability of their ruin, 

| and compares their debts to thoſe. of in- 

F dividuals. He, it appears to me, falls into 

the error of moſt writers on political eco- 
nomy, in making no diſtinction between 
different nations; for as thoſe nations dif- 
fer from each other, by 8 0 conſtitu- 
tion, their ſoil, their population, ank 
their induſtry, he ought not indiſtinctly 
to have claſſed them together, as fimilar 


— —— * 
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Wealth of Nations, chap. III. Public Debts. 
B | effe Ns 


4 
eſtects cannot be produced from ſuch 
various cauſes. 


The Ruſſian nation for example, is 
under an abſolute monarch ; he alone 
borrows, and is alone reſſ pouſible for the 
money he raiſes. The Engliſh nation on 
the contrary, governs itſelf: an Eng- 
liſhman, by the conſtitution of his coun- 
try, is the freeſt being in a ſocial ſtate, as 
his conduct is only ſubject to the national 
law, which may be termed a ſoul with- 


out paſſions. 


The Engliſh nation, taken collective- 
ly, is alone bound for the money ſhe bor- 
rows: but every Engliſhman is bound 
in proportion to the value of his property, 
his life, or his liberties: his reſiſtance to 
this engagement would annihilate the na- 
tional law, which ſecures to him all thoſe 
envied political and civil advantages he 


enjoys 


1 
enjoys above the inhabitant of any other 
country, and would throw him back into 
that ſtate of nature and anarchy, i in which 
there is no law but that of the ſtrongeſt. 


Neither can his compariſon of the 
debts of individuals with thoſe of nations 
appear juſt; nations are powers, and in- 
dividuals are only agents ; their debts dif- 
fer in their natures, and they muſt differ 
in their conſequences. f = 


An individual borrows to the amount of 
his eſtate, and ſquanders away what he 
berrows ; he is ruined, becauſe he has loſt 
the property of which he was poſſeſſed. 
A nation on the contrary, (here is to be 
underſtood a nation in contradiſtinction 
from a government) borrows for the main- 
tenapce of ſocial order, and cannot be | 
LE by her debt; her ſoil; her in- 


duſtry 
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duſtry conſtitute her wealth, which may 
de injured by a civil war or an invaſion, 

but ſhe can only be ruined by an inun- 

dation or an — 


By confounding the debts of nations 
with thoſe of governments, he is, I appre- 
hend, again in error. A nation owes, when 

fully repreſented ſhe is bound by her repre- 
ſentatives ; but it appears to me as impoſſi- 
ble a nation ſhould become bankrupt with- 
out an invaſion or a civil war, as that ſhe 


could be ruined without a phyſical r revo- 
lution. 


A nation owes either to herſelf or to 
foreigners if ſhe owes to herſelf, ſhe muſt 
then ſtill poſſeſs large capitals, and the 
capitaliſt who has advanced his money, has 
| ſo done, if he reaſoned juſtly, to preſerve 
his life and liberties ; or if avarice had 


extinguiſhed 
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extinguiſhed all patriotiſm within him, 
he lent his money with a view to increaſe 
his fortune ; in either caſe the community 
is equally benefitted. But from wheace 
did he derive this capital? was it not the 
production of the foil and of the trade of 
the country ſet in motion by the maſs of 
general induſtry ?—If this capitaliſt had 
previous to lending his money, lived on his 

income, his capital thus thrown into cir- 
| culation contributes to give a more active 
motion to trade and commerce; and this | 
capital, if acquired by trade, returned to 
its ſource after fertiliſing the channels 
through which it had paſſed. 


It may then be aſked, can a nation 
ſill continue to borrow?—A nation can 
always borrow, whilſt an equilibrium is 
maintained between her political and com- 
mercial relations and intereſts— But it 


2 
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may be urged that a war with neighbour- 
ing powers will deſtroy that equilibrium; 
that her manufactories will no longer 
| know where to diſpoſe of their produc- 


tions; that thoſe innumerable articles 


which owe their value to luxury and 


faſhion, will then be no longer ſought 
after ; that individuals will then confine 
themſelves to neceſſaries, and that reform 
and economy in the habits of living will 
be univerſal. To this may be anſwered : 

though war obliges us to curb our wants, 


they are not annihilated ; though ſome 
things may become of leſs neceſſity, other 
articles become of more general uſe, and 


| if labour is differently applied, it does not 


follow that it will be leſs productive to the 
ſtate. A nation never can loſe the equili- 
brium betwixt her Political and commercial 
relations and mtereſts, ſo long as her taxes 
are equally dijlributed, as her population in- 


/ „253 = 


- 


; 
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creaſes, and ſo long as the exchange with 


foreign countries is in her favour. 


. 


If a nation owes to fareign countries, 


will it be then in her power to maintain 


that equilibrium ?—If ſhe owes to foreign 
countries, ſhe muſt then have an extenſive 
credit; the effect of her political and com- 


mercial ſituation, that is to ſay, of her 
conſtitution, ſoil, Population, and of her 


trade and capitals. 


But, mh not foreigners carry away on 
a ſudden all the gold and filver they have 


lent, and then, would not all the propor- 
tion between things and their ſigns be de- 


ſtroyed ?—No, becauſe gold aad filver 


would immediately return to the capitals 


their inſeparable allies, and as that which 
men underſtand beſt is their intereſts, they 


would never carry away gold and ſilver, 


when it was more advantageous to take 


with 
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with PINE either commodities or bills cf 
exchange. 


But, if it ſhould fo happen that a nation 
_ owing conſiderable ſums, poſſeſſing and 
producing immenſe capitals, with a per- 
fectly well eſtabliſhed proportion between 
things and their ſigns, ſhould ſtill want to 

| borrow ; and that by ſome (until then 
unknown) cauſe, ſhe could not ſucceed 
in borrowing, would that nation then, 
without either invaſion or civil war, be- 
come bankrupt ?—There are but two in- 
ſtances where this could happen : the one, 
where the increaſe of debt had cauſed ſuch 
an increaſe of taxes, as would make the 
ruin of thoſe who payed too much, turn 
againſt the public good: that is to ſay, 
government, whoſe duty it is to guard 
and maintain the exiſting order of things, 
would then be in danger of ſubv erſion, no 


longer 


CH] 


longer having the power to make each in- 
dividual pay taxes in proportion® to the 
profits he makes, or the wealth he poſ- 


ſeſſes, 


2 It is certainly true as Mr. M has faid in his 
pamphlet, that I have diſcovered a fixed meaſure (me- 


ſure fixe) in finance; which will, by its operation, 


oblige every individual ( without his being claſſed), to 
pay an equal proportion of taxes, according to what 


be ought, and is able to pays without conſtraint, or 
any inquiſitorial or vexatious proceſs whatever, and 


without there being a poſſibility of his evading the pay- 


ment of them. This fixed meaſure might be imme 


diately applied, not only to raiſe the ſums neceſſary 
for the public ſervice, but alſo, if required, thoſe ſums 
which would be neceſſary to reduce all taxes to a 


ſimple tribute eaſily paid, and collected with facility, 


from its being levied by a tax upon the profits, which 
the cultivation of the ſoil yields, which trade and in- 
duſtry afford, and the hires of money. This 


would be the moſt natural and advantageous of all 
taxes, as its increaſe could nat in the leaſt endanger 


the liberties of the country. 


* Le Loyer de Larger. . 
. Some 


W e 
ſeſſes, becauſe monied men, whoſe feel- : 
ings are dead to every thing but the luſt | 
of adding to their hoards, would find 


means 
4 5 


had 


Some time after the publication of the firſt edition 
of this pamphlet, I was authoriſed to make a propoſal 
to government; accordingly on the 3oth of November 
laſt I made an offer of £.50,000 per annum for each — 
penny impoſed upon C. 100 of capital, provided go- 1 1 
vernment would farm out the levy of this tax for ſeven 

my years: all the expences of the levy to be at the far- 
mer's charge, who would oblige himſelf to make this 
levy by the fixed meaſure (meſure fire) J have diſ- 
covered, without oppreſſing or aggrieving any indi- 
vidual. The farmer would alſo bind himſelf, when- ; 
ever an increaſe of taxes was required for the public 
ſervice, to give £.$50,000 for each penny impoſed on 
£,-100 capital, giving upon each tranſaction, a, ſecurity 


equal to the ſum he was to levy. 


My propoſal not being at that time admiſſibe, as the 
miniſter had already formed his plan, I was authoriſed 
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means to withhold that ſhare of their bene- 
| fits and profits juſtly due to the exigencies 
of the ſtate, as they had made them under 
protecting vigilance of government. 

. Thoſe 


to make another; and on the 6th of December laſt 1 
offered ten millions ſterling, payable in four equal 
payments, at the periods the miniſter ſhould appoint. 
| Theſe ten millions to ſerve as ſecurity for the tenth 
which at that time was meant to be levied on the pro- 
duction of all capitals; the levy to be tor the account 
of government, and two ſhillings in the pound to be 
allowed to the farmer, he taking the expences of col- 
lection on himſelf. Here follows what was written 
to me on this ſubject by Mr. C. M. a man of talents, 
and one of the moſt conſiderable landed proprietors 
in England. | 


« You could not, my dear Sir, have ated with 
© more propriety than you have done, to convince 
« us of the reality of your diſcovery; but I muſt can- - 
«« didly tell you, that I have not yet been able to bring 
E any perſon over to my way of thinking, and that I 

e am the only one amongſt our friends who has no 
Ca doubt 
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Thoſe benefits and profits ſtill going to 


the augmentation of a fund unproductive 


to the revenue, would increaſe the wants 
of 


— 


3 1 
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doubt upon the ſubject. Some of them, who feel 
« the want of ſuch a meaſure, would perhaps be in- 


« clined to admit the poſſibility of its exiſtence: bur 
« may it not be wiſer to doubt the truth of this diſ- 


 & covery, becauſe it is to them inconceivable, than 
oa believe that there can exiſt ſuch a fixed meaſure, 


|  &hecauſe ſuch a one would be of ſuch momentous ad- 
E vantage to the public.“ = N 

This does not ſurpriſe me, and from the manner in 
which moſt new diſcoveries have been received, and 
from what happened to me at Hamburgh in 1794, 
I ſhould not be aſtoniſhed, if no ſteps were taken, to be 
convinced of the reality of my diſcovery. 


It is generally known that bills of exchange upon 
Paris to a eonſiderable amount, were fold there twice 


a week. Thoſe bills were ſold for the account of the 


National 


| 
| 
1 


So OY OE IO OI - 
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of government, and thoſe of the majority: 
for, monied men in general only giving 


credit to one another, or to thoſe they 


may 


=— 2 » . 1 — — — 


e 


National Convention, and were purchaſed by ſpe- 
culators either from England, or from the com- 
mercial towns in the north of Europe. The 
agents of the Convention received ſpecie for theſe 
bills, and purchaſed at Hamburgh and elſewhere 
the articles which the nation was at that time 


| moſt in wart of; and the purchaſers of the bills re- 


ceived for them in Paris affignats, which they let re- 


main there, in hopes the time would ſhortly come 


when they could diſpoſe of them to advantage. I pro- 
poſed to ſeveral houſes in Hamburgh to imitate the 


Convention, and with bills of exchange to perform 


the ſame operation they did with aſſignats. This ſpe | 
culation was not in the leaſt complicated; the affignat 
put into circulation this day, neceſſarily loſt in pro- 


portion to the value of that which had been ifſued the 


day before. Though the ſctruths were ſelf-cvident, no 


— 
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may expect to ſee their dupes, expending 
little on themſelves, and purchaſing under 
their real value thoſe articles they cannot 
do 


_—_—_ . — —B 
Nn 


one would believe this ſpeculation could be productive 


I was adviſed to make this known to the miniſters of 


finance of two powers then at war with France; I laid 
my ſcheme before them in the cleareſt and ſtrongeſt 
light, either conſidered as an object of commercial, or 
of political importance; from the one I received no 
anſwer, and the other told me, that the king his 
maſter did not wiſh to deſtroy the credit of France. 
(he made peace with the Convention one month 
after). . . . Though without many reſources, I deter- 
mined to act alone. I uſed to draw bills payable in Paris, 
on a correſpondent I placed in Switzerland, and to ſell 
theſe bills for a promiſſory note from the buyer, that 


| he would pay to the bearer, fifteen days after my bills | 


were paid in Paris, the amount of the aſſignats he had 


received, but at the price agreed upon the day I fold = 


him 
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do without, the money they have 
amaſſed finds with difficulty its way back 


into circulation, and this accumulation of 


inert 


8 


— 


him my bills. Paris being always indebted to Ham- 
| burgh, I ſent thoſe promifſory notes there ; they ena- 


bled me to purchaſe the aſſignats neceſſary to take up 
my bills; and as the exchange always gave me a con- 
ſiderable profit by the daily fall of the aſſignats, that 


profit was applied to the payment of the bills that fol- 
| lowed. In a ſhort time it was no longer neceſsary for 
me to ſend thoſe promiſsory notes to Paris; the quan- 


tity of paper I put forth, made me the arbiter of the ex- 


changeat Hamburgh, and thus in a very rapid man- 
ner I realized five hundred thouſand marcs banco. My 
ſucceſs became the general topic of converſation, but 


the Hamburgh merchants were too vain to follow the 
example of an Emigraut (thongh I was naturalized at 


Hamburgh). The National Convention took alarm 


at my proceedings; | her agents propoſed to me to re- 


eſtabliſh and raiſe the exchange, and that I ſhould 


largely ſhare in their benefits. On my refuſal, they in- 2 
tercepted my letters, ſeized the funde, and impriſoned 


Y | the 


\ is 
inert capitals renders tranſaction in trade 
and commerce difficult, forced, and ir- 


regular; which, in a commercial country, 


muſt 


— 


—) 


the fi who ated formein Paris; publiſhedin al the 
French papers that I was employed by the enemies of 
France, and at Hamburgh they raiſed a mob againft 
my houſe, which was broke open, and my furniture, 
&c. &c. deſtroyed. . . . New offers were then made to 
me, which I again rejected; but I conſented to —_— 
no more in their affairs, if they would not oppoſe my : 


recovering the funds they had ſeized upon: tkey kept 
their word, as I did mine. 
Ce 
. My diſcovery is as little complicated, as the princi- 
ple upon which I grounded my Hamburgh ſpeculation. 
. It will only be neceſsary to conceive, that it is a fixed 
meaſure, or criterion in finance, by which every indivi- 
dual will pay his taxes without conſtraint, er any inqui- 
fitorial or vexatious proceſs whatever, and without hav- 
ing it in his power to evade payment, to carry in mind 
that the Engliſh yard contains 36 inches, or 432 
lines; that by general conſent it is agreed upon to be 
- that 


3). 
mult be attended with the moſt ruinous 


conſequences. 


: . | . Be No | 


n . 
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that meaſure ; for if it . a greater or leſser 
number of inches, or of lines, it would no longer be 
the Engliſh yard, and that every merchant, ar dealer, to 


whom it ĩs neceſsary, is ſubjeCted to its fixity, (the yard) 


without conſtraint or any inquiſitorial or vexatious proceſs 
whatever, and without having it in his power to avoid 
ſubmitting to that meaſure, which is ſanctioned by the 
intereſt of the individual, as well as by the general in- 
tereſt of the community. But unleſs a man feels within 
himſelf aconſciouſneſs that he knows the principle upon 
which my diſcovery i is founded, I muſt acknowledge 
he can hardly believe in the exiſtence of a fixed mea- 
| ſure, or criterion in finance, which the celebrated 
| ADAM SMITH® degied to be attainable. 


Ioowe my diſcovery to fifteen years ſtudy and in- 
veſtigation, and to a conſciouſneſs I have long felt, 


Wealth of Nations, Vol. III. Chap. ii. Article iv. 
taxes on conſumable commodities. 


-D how 
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The -ſecond inſtance would be, if the 
proprietors, and men of wealth of this 


nation, fhould loſe all regard for their pro- 


"erty, lives, and liberties, and become fo 
ſtupid and beſotted, as to forget that it is 


by 


that ſuch a principle could exiſt : for it ſtruck me, that, 
| howcould gold and filver coined money, (whoſe weight 


which mankind have agreed to call and uſe as a com- 
mon meaſure, or regulator, produce any profit or in- 


_ - tereſt whatever, without there being a possibility of 


ſubjecting ſuch profit or intereſt to a common meaſure 
or regulator. | 


My friends have found fault with my not having 


employed ſufficient exertions to convince government 


of the reality of my diſcovery. It is neither in my 


diſpoſition, nor according to my way of thinking, to 


do more than I have done; I do not however refuſe 
to make it known, and only aſk to be ſecured in the 


enjoyment 
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by the permanent connection of juſtice 
and force, that the poſſeſſion of what they 
call their fortune becomes their property. 


The conſequences of the firſt of theſe 
events taking place would be truly dan- | 


— 


— — 
—— 
7 4 — 


enjoyment of a reaſonable advantage, ſhould it be | 


I ſhould be happy to have it in my power to make a 
gratuitous offering to the ſtate, of a diſcovery of ſuch 


public utility; but the loſs af two fortunes (the firſt 


in ſerving the cauſeof kings, the ſecond, inmy attempt 
in the year 1795 to ſupply this eountry with grain 
from Pruſſia, and in making conſiderable diſburſements 


to the armies on the continent) compels me to look 


to the fruit of my labours for the means of ending my 
days, as I began them, in affluence and eaſe. 


„If the Income Bill, as I am informed, warrants an 


_ addreſs to Parliament on this ſubject, I ſhall poſſibly take 
that method of making it known, which muſt be * 


infinite ſervice to the ſtate. 


D 2 gerous, 


Y 
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gerous; but they are rendered improbable 


by the ſecond, which could not be of any 


general effect amongſt a free people, where 


all are intereſted in the maintenance of the 


exiſting order of things. For thele reaſons 


1 do not conceive ſuch a nation could be- 


come bankrupt. 


But, if J admit the poſſibility of ſuch 
uni erſal depravation and folly, even then 

that nation would not be forced to ſuch a 
meaſure it would then happen, that 


in conſequence of the great capitaliſts and 


proprietors having refuſed to lend, the 


equilibrium between the political and 


commercial relations and intereſts would 


beloſt; Paul would be no longer paid by 


the nation, and would no longer pay John, 


and ſo on, up to the real proprietor. Thoſe 


who live by their labour or induſtry, and 


that is the majority in every community, 


would 


— — 


would be without work: 


1 


a want of the 
means of ſubſiſtence would be felt, and the 
Almighty violence of neceſſity would over- 


turn the exiſting order. But that love of 
liberty and of property, which cannot on 


a ſudden he extinguiſhed in the breaſts of 


a commercial people, who once have been 


free, would impell them again to unite, 


and to acknowledge the legitimacy of their 


debt, and to make proviſion for the pay- 
ment: they would ſummon before them all 


the debtors tothe public, and amongſt them 


would be ſcen thoſe very men who had 


ref uſed to advance any mon2y to the exi- | 


gencies of the ſtate, and who had evaded 
the payment 'of the taxes; for it is he 
who poſſeſſes moſt, that ow es moſt to the 


ſtate: the nation would re- aſſume her pay- 


ments, the equilibrium, which the mino- 


rity had deſtroyed by having violated the 
ſocial compact, would be re-eſtabliſhed, 


and 


C30 3 


and this never to be forgotten example 


would hold up to future ages, the equity 
and juſtice of a nation truly repreſented; 
and would ſhew in moſt glaring colours, 
that abſurd ſtupidity which had ſo far in- 
fatuated and blinded the men of wealth, 


as to prevent their ſeeing that a period had 


arrived, when no more is to be gained but 


by loſing. 


An 


An abſolute government is alone bound, 
becauſe it is abſolute: each loan i is there a 


ſign of decay, which originates in a want 


of economy, an impatient graſp at enjoy- 
ment, and a ſenſeleſs prodigality. 


The little difficulty ſuch A government 


finds in borrowing, creates a perpetual 


craving for new loaits, and always 


makes the regular income of taxes appear 


too ſlow for its exigencies; at the ſame 


time 


i * 
— 
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time it creates a feeling that addi- 
tiona' impoſitions might be attended 
with danger. The neceſſity of borrowing 
weakens the power of laying on new bur- 
. thens, in proportion as the neceſſity of 

providing for payments has increaſed: 
each new pecuniary engagement this go- 
vernment contracts with its ſubjects, war- 
rants reſiſtance on their part, as they are 
the more in the impoſſibility of making 
good the deficiencies of the revenue. , 
Thus, does the abſolute ſovereign deſtroy 
the eſſence of ſovereignty, which conſiſis 
in the indiviſibility of his will; and it ac- 
cordingly ſo happens, that theſe govern- 
ments, when they can no longer obtain any 
thing from avarice, inſtead of profiting by 
their errors, on the contrary look upon the 
vanity of their ſubjects, as an inexhauſlible 
mine, and ſet up to auction offices and em- 
ployments, and the very pageantries of 
| royalty; 
* 
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royalty ; until at laſt thoſe new men either 


overthrow the feeble frame of ſover cignty, 


or ſufferit to fall to pieces, having no further 


the powers of prolonging its exiſtence. 


Thus, does the progreſſion of debts make 
theruin of a government probable, with- 
out ruining à nation: and thus the debts i 
contracted by a government, as little re - 
ſemble thoſe of a nation, either in their 


nature or e Ae as thoſe of nations 


ſhall lament that this ay did not permit 
me to dwell upon them more fully ; they — 
might ferve as a baſis to a work of great 


extent and ſcience. 


